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The Law Enforcement Report is published quarterly by 
the Postal Inspection Service in the interest of informing 
the public of postal crimes. It features primarily mail fraud 
cases, consent agreeirents and civil administrative orders, 
although other postal-related investigations, such as post 
office burglaries, holdups, mail order pornography and 
bomb mailings, are featured. 

Distribution of the Report is made to newspapers, Better 
Business Bureaus, Chambers of Commerce, consumer or- 
ganizations, law enforcement agencies, and members of 
the public involved with direct mail marketing. 

Back issues or additional copies may be obtained by 
writing directly to the Chief Postal Inspector, Washington, 
DC 20260. 

For assistance with a postal related problem of a law 
enforcement nature, a list of Inspection Service field loca- 
tions appears in the back of the Report. 
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COUPON REDEMPTION FRAUD 


As an incentive for consumers to purchase products, 
manufacturers throughout the country arrange for the dis- 
tribution of what is commonly referred to as “cents-off”’ 
coupons. Historically, “cents-off’ coupons can be traced 
back to 1895, when C. W. Post offered a penny refund on 
a new product called ‘‘grape-nuts.”’ 

Simply stated, a ‘‘cents-off’ coupon is an offer by a 
manufacturer to reimburse a retailer for giving a discount 
to a consumer on the purchase of a specific product. For 
this, the retailer may elect to either redeem the coupons 
through a clearinghouse or directly with the manufacturer 
for face value plus a handling fee. 

Manufacturers currently distribute in excess of 80 bil- 
lion coupons annually, with approximately 32 billion of 
these coupons being redeemed. It is estimated that, at the 
present growth rate, by 1985 the volume of coupons may 
reach 150 billion, having an average value of 23¢ each. 
Industry sources estimate that of all coupons redeemed 
in any particular year, on the average, 20% are mis- 
redeemed, needlessly costing consumers millions of dol- 
lars. The coupon sales market is a big and lucrative busi- 
ness in which the opportunities for fradulent abuse are 
great. 

There are many sources of coupon fraud. Of primary 
concern are: 

® UNETHICAL RETAILERS submitting coupons which 

do not represent corresponding purchases. 

® ORGANIZED CRIMINAL GROUPS cutting or counter- 

feiting large quantities of coupons and then submit- 


ting the coupons through fictitious retail outlets, 
and/or selling them to unscrupulous retailers or 
clearinghouses. 

® COMMERCIAL COUPON CLEARINGHOUSES “pad- 

ding” legitimate retail shipments, and/or submitting 
coupons under fictitious store names. 

© NEWSPAPER DEALERS, DELIVERY PERSONNEL AND 

NEWSPRINT SALVAGE OPERATORS selling unused 
newspapers or coupon inserts, at a reduced rate, to 
others for fraudulent redemption. 

® CHARITABLE GROUPS collecting coupons for a 

worthy cause and selling them for a percentage of 
the face value. 

® RETAIL CHECK-OUT PERSONNEL mixing coupons 

with those cashed in by shoppers and removing 
from the cash registers an amount equivalent to the 
face value of the ‘‘salted’’ coupons. 

A recent investigation at Boston, Massachusetts, is an 
excellent example of the profits that can be derived from 
coupon fraud schemes. 

In that case, during a three-year period, an individual, 
operating under several fictitious grocery store names 
and using his personal residence, clipped coupons from 
local newspapers and magazines and bilked coupon issu- 
ing companies and clearinghouses out of an estimated 
one-quarter of a million dollars. 

In another case at San Diego, California, a sales repre- 
sertative of a clearinghouse in Oregon and 14 San Diego 
> vie owners received prison sentences for their part in 
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a massive ‘‘cents-off’’ coupon fraud against severa! major 
food manufacturers. The central figure in the scheme was 
the clearinghouse representative who not only collected 
coupons from the store owners on a commission basis, 
but sold them pounds of additional coupons under a kick- 
back arrangement. Each of the store owners obtained 
additional coupons from other sources including bulk 
purchases of the local editions of San Diego newspapers. 

During the three-year period that the fraud was in 
operation, losses to food manufacturers totaled an esti- 


mated $13,000,000. The deterrent effect of federal prose- 
cution, however, has had a dramatic impact on coupon 
fraud, especially in the San Diego area, and, as a result, 
fraudulently redeemed coupons in San Diego have 
dropped to almost zero. 

The Inspection Service investigates coupon fraud when- 
ever major conspiracies, significant interstate activity, 
and/or use of fictitious firm names contribute to the 
success of the crime, and use of the mails is an essential 
part of the scheme. 
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STATE REPORTS 


State reports featured in this publication are representative of a variety of criminal 
investigations carried out by the Postal Inspection Service and are not all-inclusive of 


its activities du,.ng the quarter. 


ALABAMA 


MIDLAND CITY—Heavy Sentences for Post Office Hold- 
ups: A string of post office and bank robberies in the 
south was solved with the arrest and subsequent convic- 
tion of Perry Owings, Thomas Owings, and Robert Finley 
for the crimes. The trio robbed the Midland City Post 
Office on March 5, 1980, and six days later they struck the 
post office at Nesbit, MS. Turning their attention to banks, 
the three men robbed the same bank, Southern Bank and 
Trust Company, Powdersville, SC, on March 21, 1980, 
and again on May 20, 1980. The three men were finally ar- 
rested on October 9, 1980, later tried and convicted. 
Finley was sentenced to 25 years in prison on November 
17, 1980, and on December 3, 1980, Perry and Thomas 
Owings were also sentenced to 25 year prison terms. 


ARIZONA 


PHOENIX—“Gnomes” Indicted in Alleged Investment 
Swindle: Michael Burke and Martin Super, dba, Aikman 
Waterhouse Financial Service, Gnome Investments Ltd., 
and Connors & Davenport, 'td., were indicted December 
9, 1980 for using the mails and wires to allegedly defraud 
between 90 and 110 persons of approximately $560,000 
to $672,000. The alleged scheme involved the selling of 
leverage contracts, deferred delivery contracts, fixed ma- 
turity contracts, open-end contracts, and/or liquid con- 
tracts On various commodities including gold, silver, pla- 
tinum, German marks, Swiss francs, Japanese yen and 
Mexican pesos, and by selling actual Swiss francs. Invest- 
tors allegedly were told their contracts could be sold any- 
time during the contract period, but they were not told 
their entire investment was a fee, nor were they told that 
the investor's premium payment was non-refundable and 
was not considered a part of the purchase price. Investors 
were allegedly further led to believe they were buying 
actual existing commodities and that they could take 
delivery of the commodities at the end of the contract. 


CALIFORNIA 


BEVERLY HILLS — Convictions End Complicated Land 
Fraud Scheme: From 1965 to 1978, Robert J. Koepple, 
'eslie D. Gleave and Nick Troy sold over $15 million in 
land; however, they did it by inflating and manipulating 
the prices people paid them for the land. The three men, 
all of whom were former land salesmen, formed Pre- 
Builder Land Corporation (PBL) in 1965 to sell raw land, 
principally in California, to clients who were looking for 
a high return investment over a three to five year period. 
PBL compared the selling of the land to investments in the 
stock market with PBL assuming the role of a broker- 
advisor. Within the PBL umbrella structure, five additional 
corporations were formed: Pre-Builder Land Research 
Corporation, Pre-Builder Land Financial Corporation, Pre- 
Builder Land Management Corporation, Pre-Builder Land 
Resale Corporation and PBL International, Ltd. PBL Re- 
search was touted as having an extensive research staff, 
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whose sole purpose was to locate raw land that would fall 
within the path of development within a five year period, 
and which was able to locate, within 2 prospective area, 
land which could be bought at below current market 
value. PBL Financial functioned as a margin account to 
provide loans to investors to meet initial down payment 
requirements when necessary, thereby serving as an in- 
ducement to encourage the investor to increase the size 
of his investment. PBL Management was represented as a 
monitoring agent which, for a fee, would continually 
monitor the status of the investment and make periodic 
reports to the investor, negotiate farming or grazing leas- 
ing on the land during the investment period, forward all 
payments to the holder of the deed of trust on the prop- 
erty and assure that tax notices were forwarded to the 
investor. PBL Resale was the group which would sell the 
land for the investor, purportedly to a developer, when 
the land had reached its full appreciation potential, usual- 
ly within a three to five year period. PBL International 
was a one-man office in London which arranged for the 
sale of considerable land to Swiss and German citizens 
as well as American citizens working for the oil companies 
in Saudi Arabia. PBL advertised extensively in newspapers 
and business journals, and anyone responding to the ads 
would receive through the mail, beautifully prepared lit- 
erature explaining the PBL concept. Sometime later, a 
potential investor would be contacted by a PBL salesman 
who would bring him to the PBL offices for the full pre- 
sentation, including a film in which actors were used to 
depict the alleged staff of PBL. The principal representa- 
tions made by PBL to potential invesiors—all of which 
proved to be false—were the following: 

a. The company had a research staff of hundreds dedi- 
cated to locating raw land in the path of development 
which would be highly profitable in 3-5 years. 

b. PBL never offered land to its investors unless it could 
be obtained at less than fair market value, thereby insur- 
ing the investor an immediate profit. 

c. PBL never sold land from one PBL irvestor to an- 
other. 

d. Neither PBL nor any of its officers ever had an owner- 
ship involvement in the land offered to its clients. 

e. No client of PBL ever lost money. 

f. Investors of land paid no fee to PBL; the client only 
paid a commission when the iand was sold. 

In actuality, during the ten years of its operation, PBL 
never consisted of more than a dozen employees, includ- 
ing secretaries, plus eight to ten salesmen. There was no 
engineering or research staff and the only work done was 
compiling data to make a pre-selected piece of land look 
good. Much oi the land sold was grossly overpriced when 
offered to clients and, in many cases, it was located in a 
flood plain which completely precluded any potential 
development and made the land unsaleable at any price. 
Yet, PBL sales techniques and presentations were so effec- 
tive that many potential investors did not even visit the 


land they were buying. It is estimated that clients of PBL 
purchased $50-100 million worth of land, and from Janu- 
ary 1973 to January 1976 alone, PBL generated sales of 
over $18 million, from which it took $2.6 million in 
commissions. Over 62 victims. who lost an estimated 
$500,000, were identified. Following their convictions, 
Nick Troy was sentenced to three years in prison and given 
three years probation; Leslie Greave was sentenced to 18 
months imprisonment and three years probation; and 
Robert Koepple was sentenced to two years prison with 
three years probation. 


ENCINO — Indictment in Alleged Elvis Presley Memora- 
bilia Fraud: Peter Allen Hagler, operator of two Los Ange- 
les companies, New Century Products and BLM Sales 
Marketing, was indicted January 8, 1981 on 27 counts of 
mail fraud after numerous complaints from people who 
purchased, but did not receive, Elvis Presley memorabilia 
and Olympic coin sets from the two companies. The in- 
dictment charged Hagler with soliciting money via credit 
card authorizations for the coin sets, but then not sending 
the orders and payments to the Canadian company re- 
sponsible for delivery of the items to the buyers. Hagler 
allegedly double-billed many buyers for the same coin 
sets and, when customers complained, told them their 
accounts had been credited and that his employees or 
the bank had made an error. 


LOS ANGELES—Major Record Companies Defrauded Out 
of 1.5 Million Dollars in an International Mail Fraud 
Scheme: Michael J. Arkus, the prime motivator in a 
scheme designed to defraud American record companies, 
was convicted on February 17, 1981 of nine counts of mail 
fraud in the United States District Court, Los Angeles. 
Doing business as Circle Marketing Corporation, Arkus 
obtained phonograph records and tapes on credit from 
several major record distributing firms such as RCA, Capi- 
tol Records, CBS and others through misrepresentations 
and false financial statements. Most of the phonograph 
records and tapes were exported to Japanese firms, and 
due to the low prices charged, the operators of the 
scheme were able to corner the market for records and 
tapes in the Far East. Stopgap payments were made to the 
creditess as a lulling technique to obtain even larger 
amounts of merchandise. False financial statements made 
by the Vice President of a bank in Beverly Hills, California 
was the key in the success of the scheme. He advised 
creditors that trust accounts had been established in their 
behalf, that he was personally supervising Circle Market- 
ing’s accounts receivables, and that they were in excellent 
financial condition. This person also knew Circle Market- 
ing’s first statement of stockholder equity was phony and 
yet knowingly provided false financial information to the 
creditors. Arkus realized a personal gain of approximately 
$140,009 as a result of his fraudulent activity. Due to the 
unexpected death of one of the main witnesses in the 
case, charges against the other defendants involved in the 
scheme could not be pursued. 


LOS ANGELES — One Year in Prison For False Billing 
Scheme: Robert Leo Duggan was sentenced January 19, 
1981 to one year in prison and three years probation fol- 
lowing his mail fraud conviction for operating a scheme 
which mailed false bills and invoices to businesses nation- 
wide for materials he never delivered. Duggan operated as 


Century Distributing and Metropolitan Supply Company 
and mailed false bills to legitimate companies primarily in 
the northeastern United States in anticipation they would 
pay his invoices in error. Unfortunately, many did. Helene 
Kibrick, a co-defendant, pleaded guilty on January 17, 
1981 and was sentenced to five years probation. 


LOS ANGELES — Vending Machine Distribution Owner 
Indicted: Harry C. Scherck was indicted January 16, 1981, 
on 14 counts of mail fraud for an alleged scheme involving 
the fraudulent sale of vending machine distributorships. 
Scherck had established Telstar Enterprises, Inc., an Orange 
County, CA based company, and Mortgage Finance Cor- 
poration in Dallas, TX. Approximately 150 people nation- 
wide were allegedly defrauded after responding to ads 
placed in the “Business Opportunity” section of news- 
papers. The respondents, most of whom were seeking to 
supplement their incomes, were then mailed promotional 
literature and contacted by salesmen attempting to sell 
postage, gum and mint vending machine distributorships. 
According to the indictment, the services rendered by the 
firm to the invesiors were then far less than promised at 
the time of the sale, and those buying the distributorships 
lost an estimated $500,000. 


SAN DIEGO—Coupon Redemption Fraud Expands (Refer- 
ence Fall 1980 Report): Guilty pleas have marked the 
progress of an investigation into a scheme involving the 
submission of coupons to redemption centers for cash re- 
bates from retailers who did not receive the coupons in a 
legitimate exchange for “cents-off’ on purchased items. 
Since the original indictments on October 1, 1980, addi- 
tional persons were charged with receiving stolen property 
in interstate commerce and conspiracy. On November 24, 
1980, fourteen store owners pleaded guilty to a one count 
mail fraud Information. Eleven of the fourteen people 
were sentenced to probationary terms on January 6, 1981. 
Ten other defendants are awaiting trial on similar charges. 
Max Vilkin, the accused mastermind of the scheme 
pleaded guilty to an Information and was sentenced to six 
months in prison, three years probation and ordered to 
pay a $5,000 fine. 


TORRANCE—Owners “Burned” in Their Illegal Fire Sale: 
Fred Jansson and Edward Shapiro were convicted on De- 


cember 22, 1980 on mail fraud and conspiracy charges 


stemming from an arson for profit scheme. The two men 
who owned Cal Stereo, a chain of hi-fidelity stores operat- 
ing throughout California, collected $126,607 from Fire- 
men’s Fund Insurance Company for a fire which occurred 
in March 1978 at their warehouse. The two men claimed 
their equipment had been damaged in the fire; however, 
an investigation proved the merchandise had been “doc- 
tored” after the fire and the actual damage was approxi- 
mately $15,000. The owners inventoried their merchandise 
and filed fraudulent claims for fire damage and for dam- 
age inflicted by sprinkler systems and the Fire Department. 


DELAWARE 


WILMINGTCN—City Employee Pleads Guilty to Child 
Pornography: To neighbors and coworkers, Francis A. 
Naughton was a family man who held a management posi- 
tion as a purchasing agent with the City of Wilmington. 
Unknown to those same neighbors and coworkers, how- 
ever, Naughton hoarded numerous photographs in his 
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city office depicting his wife, girlfriend, and children in 
sexual play. Over a five year span, Naughton recruiied 
children for the production of sexually explicit photo- 
graphs. Following an extensive investigation and surveil- 
lance, Naughton was arrested on July 25, 1980. On August 
13, 1980, Naughton waived indictment to an Information 
charging one count of 18 USC 1461, Mailing Obscene 
Matter. Naughton pleaded guilty the same day to the In- 
formation and was sentenced to five years in prison. His 
wife was indicted in November 1980 in state court on 
three counts of sexual exploitation of minor children and 
three counts of conspiracy in enticing children to partici- 
pate in sexual activity and photographing the activities. 


DISTRICT OF COLUMBIA 


Doctor Guiity for Defrauding Auto Insurance Companies: 
Dr. Daniel J. Veal, was indicted on 13 counts of mail fraud 
as a result of a joint investigation by the Postal Inspection 
Service and the Insurance Crime Prevention !nstitute into 
the practice of filing false and inflated bills to insurance 
carriers. Dr. Veal pleaded guilty to two counts of the mail 
fraud indictment on January 9, 1981, and was sentenced 
to a ten year prison term which was suspended. Instead, 
he was placed on five years probation, fined $2,000 and 
ordered to contribute 200 hours of free community serv- 
ice. In addition, Dr. Veal’s license to practice medicine in 
the District of Columbia was revoked. This case was part 
of a continuing investigation into the illegal activities of 
doctors and lawyers who have conspired to defraud the 
insurance carriers within the Washingon area dy filing 
false and inflated medical claims on automobile accident 
injuries. 


FLORIDA 


TAMPA—Indictments in Alleged Medical Fraud Swindle: 
Maurice Guest, medical doctor; Rodney Griffin, osteo- 
path; Lawrence Luppens, Jr., lawyer; Dennis Slater, lawyer; 
and Joanne Lindstrom, secretary, were indicted January 6, 
1981, for mail fraud in an alleged scheme, which ran from 
june 1976 to January 1981. Slater, Lindstrom and an un- 
named attorney owaed or controlled a physical therapy 
clinic named Bay Therapy, Inc., that was purportedly used 
to artificially inflate medical bills accompanying personal 
injury claims filed against various insurance companies. 
Guest and Griffin allegedly aided in the scheme by pre- 
scribing physical therapy with little or no regard for the 
needs of their patients. 


GEORGIA 


ATLANTA—Three Guilty in Theft of Registered Mail: Wil- 
liam F. DeLucia, David J. McCulley and Lloyd A. Santana, 
residents of the Los Angeles, CA area, were found guilty 
September 17, 1980, of mail theft. The scheme involved 
the attempted theft of registered mail valued at over 
$300.000. On May 14, 1980, DeLucia stowed away on 
Eastern Airlines Flight 82 from Los Angeles to Atlanta by 
conceaiing himself in a large trunk which allegedly con- 
tained musical instruments. While the plane was in flight, 
DeLucia got out of the trunk, broke the seal locks on six 
pouches centaining 210 pieces of registered mail and 
secreted the registered mail in four pieces of luggage. 
Before the flight landed in Atlanta, DeLucia got back in 
the laige trunk, which was equipped with an oxygen tank, 
clothing, tools and food. Santana was a passenger on that 
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flight and had keys to unlock DeLucia’s stowaway trunk. 
McCulley had flown into Atlanta on an earlier flight and 
rented a station wagon which was to be used to transport 
the stowaway trunk from the airport. The scheme fell apart 
when an Eastern employee pulled on the end of the stow- 
awav trunk, the end accidentally came open a few inches, 
anu the employee saw DeLucia’s feet in the trunk. Mc- 
Culley and Santana were arrested after they attempted to 
claim the ‘‘musical instruments” trunk. The registered mail 
was found after a search warrant was obtained by Postal 
Inspectors authorizing a search of the four pieces of lug- 
gage. DeLucia and McCulley were employed as Trans 
World Airlines ramp service employees at Los Angeles and 
were familiar with airline procedures of storage of baggage 
during flights. DeLucia, Santana and McCulley were found 
guilty by a jury at Atlanta, GA on September 17, 1980, and 
on October 22 the three defendants were sentenced. De- 
Lucia and McCulley were each sentenced to serve seven 
years in prison to be followed by five years’ probation. 
Santana was sentenced to serve six years, followed by five 
years’ probation. 


ILLINOIS 


CHICAGO—Convictions in Chicago Police Swindle (Ref- 
erence Fall 1980 Report): Anthony Kovic, one of 15 peo- 
ple indicted in a massive fraud scheme directed at the Chi- 
cago Department of Police vehicle maintenance opera- 
tions, was found guilty on November 26, 1980 on 24 of 26 
mail fraud counts, two counts of conspiracy and two 
counts of extortion. He was sentenced on December 30, 
1980 to five years in prison for each of the 24 mail fraud 
counts, ten years on each of two extortion counts, and 12 
years on each of two conspiracy counts, all to run concur- 
rently. Kovic was also fined a total of $94,000. His sen- 
tence is one of the heaviest imposed for a financial crime 
in the Northern District of Illinois in recent years. To date 
the continuing investigation has resulted in seven convic- 
tions and over $163,000 in fines and restitution. 


CHICAGO—Two Indicted for Alleged Advance Fee Swin- 
dle: Between November 1, 1978 and March 19, 1980, 
Edwin G. Quinlan and William Szesny, operating as 
FINAV—Financial Navigation Group in Oak Brook, IIlinois, 
allegedly obtained more than $200,000 from individuals 
and companies. FINAV was purported to be engaged in 
the business of brokering loans through a unique, com- 
puterized borrower/lender matching service containing 
from 2000 to 5000 nationwide lenders. An advance fee 
(retainer) was collected from borrowers who chose FINAV 
to process their loans based on various alleged misrepre- 
sentations made by Quinlan, Szesny or one of their repre- 
sentatives. The indictment charged that after the fee was 
collected, little or nothing was done tc obtain a loan, al- 
though FINAV claimed a 90% success rate in finding lend- 
ers. The computerized matching service never existed, 
and borrowers were allegedly given excuses and stalled 
when they made inquiries .bout the status of a loan. A 13 
count indictment was returned in the Northern District of 
Illinois on November 7, 1986, charging Quinlan and 
Szesny with mail fraud. 


CHICAGO—Law Students Have Front Row Seat in Mail 
Fraud Trial: Vincent J). Zuckerman operated three hospital 
supply firms in Chicago; however, he never supplied much 
of anything to medical establishments. Instead, he used the 


firms, several aliases, a storefront and a post office box to 
order $24,900 worth of television sets, video cassette re- 
corders, and video tapes from the Zenith Distributing 
Company. After paying Zenith only $890, Zuckerman then 
sold the equipment for his personal gain. Following a 
complaint from Zenith, an investigation ensued which 
resulted in an indictment for mail fraud. Zuckerman was 
convicted on five counts on January 22, 1981. The unique 
feature of the trial stemmed from the fact that the trial 
judge was also a professor at the Northwestern School of 
Law. The judge developed a program whereby he selected 
a case to be heard early in the semester and the remainder 
of the course would consist of critiques of the trial. With 
the permission of the government and of Zuckerman, the 
latter's trial was held at Northwestern—the first time a 
trial for violation of a federal statute had been held at the 
University. 


KENTUCKY 


HYDEN—County Officials and Others Sentenced in Ab- 
sentee Ballot Mail Fraud: The General Election held in 
Leslie County, KY on November 8, 1977 witnessed the 
casting by mail of over 1,700 ballots. This occurred in a 
county where the previous high for such balloting had 
been 150, and in which there are only approximately 9,000 
registered voters. After two and a half years of investiga- 
tion the case was concluded after approximately 400 wit- 
ness interviews, 18 months of grand jury hearings and five 
trials. Witnesses testified that various defendants had with- 
held their absentee ballots from them or induced them to 
turn over blank absentee ballots by offering money or 
county jobs. Later the defendan’s voted large numbers of 
absentee ballots for themselves and other candidates. The 
absentee ballots were then mailed to the County Election 
Commission for tabulation as legitimate votes. The judge 
agreed with the jury's finding of guilty for Conspiracy to 
Commit Mail Fraud and sentenced County Judge Execu- 
tive C. Allen Muncy, County Attorney McKinley Morgan, 
and County Democratic Chairman Edmond Collett to 
serve four years each in prison and levied a $5,000 fine 
against each. Campaign worker Danny Ray Morgan was 
sentenced to three years in prison. Previous trials and 
pleadings resulted in convictions of County Magistrates 
Pearl Napier and Lehman Wilson for Delay of Mail and 
campaign workers Frank Napier and Victor Viars for Mail 
Fraud. In neighboring Laurel County, KY a magisterial 
candidate Laura Monhoilan Hogg was convicted after a 
trial for Mail Fraud in a similar scheme. Each of these de- 
fendants received a prison term ranging from one to three 
years in prison and fines ranging up to $1,000 each. 


MARYLAND 


WALDORF—Advance Fee Scheme Nets Swindler Eight 
Years in Prison: joseph A. Proctor, who operated Market- 
ing Services Internaiional Ltd., was convicted October 10, 
1980 on 22 of 23 counts of mail fraud and wire fraud in 
connection with an illegal advance fee scheme. Proctor 
advertised in the Wall Street Journal and business oppor- 
tunity journals that his firm could supply long-term busi- 
ness loans, secure financia! investors, develop marketing 
programs, arrange for public and private managers and 
assist in real estate acquisition and land development. To 
those responding, Proctor entered into written contracts 
with them and charged advance, or finder's fees on the 


promise he had access to investment money. In reality, 
he had neither investment money nor sources of such 
money, and all advance fee money weni into his pocket 
for personal use. To assuage any apprehensions when the 
loans were not produced, Proctor periodically reassured 
them with false statements that tentative commitments 
had been made and it was “just a matter of time” until 
the loans were completed. The loss to would-be investors 
was a estimated $300,000. Proctor received an eight year 
prison sentence on December 2, 1980. 


MASSACHUSETTS 


BOSTON — Nine Indicted in Alleged $3 Million Oil- 
Futures Plot: On November 18, 1980, nine men. seven 
Americans and two Panamanian nationals, were indicted 
on twenty counts of mail fraud, wire fraud, conspiracy 
and violation of the commodity exchange act. John Vinci, 
of West Hempstead, NY was charged with running a com- 
pany that distributed futures contracts for non-existent 
oil to 25 “boiler room” operations. Also indicted were 
Richard Sanders and Louis Cercone, Officers of Ramco 
Petroleum, Boston; James Morse, Kenneth ‘evin and Ed- 
win Bederson of New York City, Richard Waggoner of Los 
Angeles and Jaime Bedilla Belize and Jaime Ricardo Arias 
of Panama City, Panama. The indictment charged Wag- 
goner formed a company in Panama, Commercial Petro- 
lera Internacionam, which issued the phony contracts 
when, in fact, the company had no crude oil or the capa- 
bility to buy and store it. The “boiler room’ salesmen 
allegedly used high pressure sales pitches, including 
promises that crude oil would rise to $80 a barrel, when 
in fact, the price of crude oil has not risen beyond $35 a 
barrel. The indictment charged the scheme netted $3 mil- 
lion by defrauding over 600 investors. 


BOSTON—Contractors Conned by Clever Scheme: Ray- 
mond P. Vinnie, also known as Lance Ridley II! and Omar 
P. Lightfoot, pleaded guilty to eight counts of a sixteen- 
count indictment on November 10, 1980 for devising a 
scheme to defraud contractors across the nation by circu- 
larizing “Advertisement for Bids’ on a phony $5,000,000 
printing and publishing plant construction project. Op- 
erating as ADCOM. Vinnie solicited $150 payments from 
contractors as deposits for plans and specifications on the 
proposed project. The non-existent plans were never 
mailed to victimized contractors, who lost over $8,000 as 
a result of the scheme. Vinnie was sentenced December 
3, 1980 to three years: however, the sentence was sus- 
pended and he was placed on probation for three years. 
As a condition of probation, Vinnie was ordered to make 
full restitution and was also fined $5,000 


MICHIGAN 


ST. CLAIR SHORES—Publisher Pleads Guilty in Book 
Swindle: frank H Gille pleaded guilty November 17, 1980 
to charges of mail fraud in a scheme to defraud libraries 
and public institutions by failing to provide prepaid en- 
cyclopedias and reference books. From 1972 to 1980, Gille 
advertised by mail the sale of various non-existent en- 
cyclopedias and multi-volume works such as Indians of 
the America, Encyclopedias of Computers and Data Proc- 
essing, Encyclopedia of Indians of Canada, World Encyclo- 
pedia of Black People, International Dictionary of Promi- 
nent Physicians and International Dictionary of Artists. He 
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purportedly published these works through such bogus 
firms as Scholarly Press, Inc., Negro History Press, Somer- 
set Publishers, International Electronics Information Serv- 
ices, and International Translation Publishing Company. 
Gille induced customers to make advance payments by 
offering substantial discounts and by falsely advertising 
that many prominent authors were contributing to par- 
ticular encyclopedias. After receiving the money from cus- 
tomers, Gille failed to furnish the ordered volumes. He 
sold encyclopedias and multi-volume works to over 1.000 
libraries and public institutions in the United States and 
Canada with an estimated loss to the buyers of $962,000. 


TROY—Con Game Ended: David Grant Gifford, aka Lewis 
E. Everts, David T. Jones and Paul E. Allen, who advertised 
nationally the sale of a book, ‘‘The Power Poachers,” de- 
scribing methods of deceiving utility metering devices, 
was found guilty December 24, 1980, of mail fraud and 
interstate transportation of stolen property. Over 2,000 
customers ordered his book at $4.95 a copy: however, 
Gifford had never published the book or refunded the 
money. In addition, 36 newspapers received non-sufficient 
funds checks from L. E. Everts Publishing, a company 
which Gifford created to advertise sale of the book. All 
the checks were for amounts over $1,000. Gifford was 
sentenced on February 26, 1981 to three years in prison 
on each of 12 counts to be served con-urrently. 


MINNESOTA 


MINNEAPOLIS—Gold and Silver Fraud Terminated (Ref- 
erence Summer 1980 Report): Six peop!e, who operated a 
scheme to defraud investors involved with the sale of gold 
and silver commodities, were convicted of varying counts 
of mail fraud and conspiracy. The firm, Federal Gold and 
Silver, Inc., solicited customers throughout the United 
States and Canada from April 1977 to September 1979, 
and bilked them of over $2.5 million. Stephen E. Mount. 
George P. Fahr, John M. Brownrigg, Kenneth W. Kaminski 
and Douglas C. Payne were found guilty in jury trials dur- 
ing December 1980, and a sixth person, Richard D. New- 
ham, pleaded guilty in September 1980. On February 9, 
1981, the six were sentenced as follows: Kaminski-ten 
years and a $2,000 fine; Mount-ten years and a $2,000 
fine; Newham-eight years and a $2,000 fine; Payne—six 
years and a $2,000 fine; Fahr—-two years; and Brownrigg- 
one year. 


ST. PAUL—Operator of Lottery Club Convicted (Refer- 
ence Fall 1980 Report):—Verne L. Cole, pleaded guilty 
on August 18, 1980 to two counts of a ten count indict- 
ment charging him with mail fraud. Cole, who operated 
the TWENT*. -SIX CLUB, later changed to WINNERS DI- 
GEST, solicited memberships in his club by placing adver- 
tisements in a national tabloid newspaper. Members were 
promised gambling tips and a chance to share in a weekly 
lottery conducted by the club. The gambling tips and the 
results of the lottery were sent monthly to the members in 
a newsletter through the mail. Cole did not distribute all 
of the 332 monthly cash prizes promised in his promo- 
tional literature, thereby defrauding his club members. It 
is estimated that hundreds of victims, many of whom were 
elderly, suffered a loss of approximately $100,000 during 
the four years the club operated. On October 2, 1980, 
Cole was sentenced to the custody of the Attorney Gen- 
eral for one year and two months on one count and for 
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two years custody on a second count, suspended, and 
placed on two years probation to run concurrent with his 
prison sentence. 


ST. PAUL—Three Guilty in Grain Eleveator Scheme: On 
September 12, 1980, a federal grand jury at St. Paul issued 
a 17 count indictment charging Charles J. Thedens, Jerald 
D. Harris and Robert L. Anderson with violations of the 
mail fraud statute. Beginning in October 1978, Charles J. 
Thedens, a former employee of the Burdick Grain Com- 
pany, New Ulm, Minnesota, used his knowledge of the 
business operations of the Burdick Grain Company, and 
the assistance of Anderson and Harris, to prepare Burdick 
documents reflecting that Anderson and Harris had sold 
substantial amounts of grain to the elevator resulting in 
payments being made to Harris and Anderson by Burdick 
Grain. Blank scale weigh tickets were stolen from Burdick 
Grain Elevator and then completed with false and fictitious 
information reflecting that Harris 2nd or Anderson had 
unloaded grain at the elevator for sale. Employees of the 
elevator on duty on the dates the fraudulent weigh tickets 
were dated had tneir initials forged to the weigh tickets, 
which were then surreptitiously placed in the business 
offices of the elevator for processing. A check would then 
be mailed from Burdick Grain to either Anderson or Harris 
depending or whose name appeared on the weigh tickets. 
The scheme continued until February 18, 1980, when it 
was discovered, resulting in losses to the Burdick Grain 
Company of $78,141. On October 27, 1980, Charles The- 
dens pleaded guilty to two counts of mail fraud; Jerald 
Harris and Robert Anderson pleaded guilty to one count 
each. 


NEBRASKA 


OMAHA—Six Indicted for Alleged Mail Theft Crimes: 
Orea Hubert Brown, Don Edwin Colton, Raymond Dale 
Lamberson, Dan Williams Murphy and Fawnda Severn 
were indicted November 21, 1980 by a federal grand jury 
and charged with Conspiracy, Interception of Mail, Theft 
or Possession of Stolen Mail and violations of several bank- 
related statutes. The indictment charged that from June 
through October 1980, the suspects operated a scheme 
in at least 37 cities throughout the country, in which they 
obtained bank account information from stolen mail and 
then used that information to negotiate forged checks. 
The indictment described the group’s modus operandi as 
follows: Members of the group stole outgoing personal 
check letters from apartment hallways and rural mailboxes 
in generally affluent neighborhoods. The mail was opened 
and information obtained from the enclosed check about 
the person’s bank and account number. The signature on 
the check was either traced or forged, and the check ther 
replaced in the original envelope and replaced in the mail 
stream. Blank personal and business checks also were ob- 
tained by theft and the information previously obtained 
was then placed on a blank check payable to the person 
whose signature had been copied. The amounts usually 
ranged from $200 tc $700 and would bear the notation 
that they were rent payments. The checks would be en- 
dorsed on the reverse side with the signature of the ac- 
count holder and the true account number. A member of 
the gang would then allegedly go to the bank of the per- 
son whose mail had been stolen and negotiate the forged 
check. 


NEW YORK 


BROOKLYN—Prison Sentences for Carrier Holdups: On 
January 30, 1978, a Brooklyn letter carrier, vas held up at 
knife point by three men who stole his key to a mail -elay 
box. On September 1, 1979 another Brooklyn carrier, was 
similarly robbed. Immediately after the second robbery, 
numerous relay boxes were opened with these stolen keys 
and their contents stolen. An “undercover buy’ was at- 
tempted in April 1980 to recover one of the keys from an 
individual identified as Donald Liles and although the buy 
was unsuccessful, an arrest warrant for Liles was obtained. 
He was later apprehended at his home and charged with 
possession of the key. A short time later, Leroy Kinebrew 
and Russeli Middleton were arrested and the key stolen 
in the September 1979 robbery was recovered, along with 
a quantity of mail. Kinebrew and Middleton also had a 
carrier's satchel and mail in their possession which had 
been stolen in another postal robbery. On September 14, 
1980, Kinebrew and Middleton pleaded guilty, and two 
days later Donald Liles surrendered the key in his posses- 
sion. On December 5, 1980, Liles was sentenced to 3 years 
in prison, Middleton received a 5 year prison sentence, 
but Kinebrew failed to appear for sentencing and remains 
a fugitive. 


NEW YORK—Couple Indicted on Pornography Charges: 
Daniel and Blanche Liker, who operated Metro Mailers 
Service, Box 563, Murray Hill Station, NY, were indicted 
February 2, 1981 on two counts for violating Title 18, U.S. 
Code, Sections 2 and 1461, concerned with the mailing of 
unsolicited sexually oriented publications and advertise- 
ments. 


NEW YORK—Bogus Priests Convicted for Their Sins: A 
grand jury in the Southern District of New York returned 
a 27 count indictment on July 30, 1980 against Robert 
Walker, who masqueraded as “Father Robert’ and 
“Bishop Dimitrius”; and John Busse, who posed as “Father 
john,” charging them with mail fraud and violations of 
several immigration laws. Both men claimed to be or- 
dained priests of an Orthodox Christian Church known 
variously as “International Christian Ministries,” “Com- 
mittee of Concerned Missions,” ‘Biblical Research Institute 
Empire,” and “The Migrant Ministry.” Walker and Busse 
solicited foreign non-immigrant aliens for assistance in 
immigration matters, visa extensions and work permits by 
having advertisements placed in Polish, Spanish and Eng- 
lish language newspapers. They prepared counterfeit doc- 
umenis, such as birth certificates, baptismal records, so- 
cial security cards and immigration forms, and furnished 
them to aliens for fees ranging from $100 to $1,000, thus 
enabling them to remain illegally in the United States 
Both men were found guilty in a two week trial and on 
December 5, 1980, for their pennance, Walker was sen- 
tenced to four years in prison with a $10,000 fine, while 
Busse received a three year prison term and was fined 
$5,000. 


NEW YORK—700 Investors Take Dive In Commodity Pool: 
An 82 count indictment was filed in the Southern District 
of New York on November 3, 1980, charging Wilbert A 
Wilson, the president and sole principal of Ashton and St 
John’s, Inc., 50 Broadway, New York, NY, with defrauding 
nearly 700 victims throughout the United States of ap 
proximately $3.5 million through the fraudulent sale of 
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shares in commodity pools. The indictment charged Wil- 
son with using his firm as a front for a “Ponzi” scheme. 
Allegedly using high pressure sales tactics, investors were 
told by “boiler room” salesmen that money invested with 
Ashtor and St. John’s would be reinvested in a commodity 
pool which had earned no less than 5% per month for the 
past three years. The indictment charged that only a frac- 
tion of funds, which never exceeded 24%, was invested, 
with the bulk of the money going instead to Wilson and 
his co-schemers. Investors periodically were sent “lulling”’ 
checks equal to approximately 5% of their investment 
and, on the basis of these “profits,” were urged to invest 
even more money. Wilson was charged with 20 counts 
of commodities fraud, 46 counts of mail fraud and 16 
counts of wire fraud. 


ROCHESTER—Six Indicted in Alleged Fraudulent Fund 
Raising Activities (Reference Jan.-March 1980 Report): On 
November 6, 1980 a federal grand jury indicted six per- 
sons who allegedly operated fraudulent fund raising orga- 
nizations from March 1979 to November 1980. Phiiip La 
Placa, Jr, Michael Selvaggio, Lawrence Carney, John A. 
Diprojetto, Anne P. Wood and Frank Cortina were named 
in an indictment charging numerous cou.its of mail fraud 
and conspiracy. The six allegedly operated a variety of 
fund raising activities under the names of Senior Citizens 
Entertainment Service of Monroe County (SCES), Youth 
Activities and Recreation of Rochester (YARR), Western 
Regional Veterans (WRV), Vietnam War Veterans of 
Rochester (VWV), Kiwanis Activity Fund (KAF), and Lions 
Show Fund (LSF). On March 19, 1980, a false representa- 
tion order under 39 USC 3005 was filed by the Postal 
Service against the operation of SCES and VWV. Through- 
out the operation of the alleged scheme, telephone solici- 
tors made calls to randomly selected individuals and busi- 
ness establishments to solicit funds. Each of the various 
Organizations was allegedly represented by the solicitors 
to be bona fide philanthropic organizations with a history 
of charitable service. The indictment charged that in each 
instance, the caller talsely represented to potential donors 
that the purpose of the organization was to aid under- 
privileged, elderly, and handicapped citizens of Monroe 
County. According to the indictment, these organizations 
were not registered in New York State as fund raising 
charities, nor did any group other than the promoters 
derive any benefit from the solicitations. Due to the un- 
known amount of case contributions, the exact «mount 
of the alleged loss is unknown. 


ROCHESTER—Two Indicted for Alleged Theft of Stock 
Certificates and Settlement Check: Henry Harris and Ter- 
rell Washington were indicted October 21, 1980 by a 
federal grand jury on charges of theft of twenty-three 
stock certificates and a securities settlement check, having 
a face value of over $275,000. On September 19, 1980 
the stock certificates and settlement check were placed in 
a single envelope and deposited for collection at a co- 
operative mailing rack located in a Rochester, NY office 
building. The indictment charged that the two men stole 
the certificates and check from mail and later attempted 
to sell the stock certificates for $1,000. During the subse- 
quent investigation, the $275,000 check was recovered. 
Harris was arrested September 30, 1980 at Rochester, NY 
and Washington remained a fugitive until his apprehen- 
sion on Thanksgiving Day, November 27, 1980. 
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NORTH CAROLINA 


BROADWAY—Roach Extermination Swindle Extermi- 
nated: Thomas Hilton Williams and his wife, Ann Talton 
Williams, who operated a franchise invesiment firm called 
Sure Kill Roach Kill (SKRK) involving the manufacture of a 
substance to kill cockroaches, pleaded guilty on Novem- 
ber 3, 1980 to charges of mail fraud. The Williams oper- 
ated the SKRK business from 1968 through April 1980: 
however, in the last three years, a large number of com- 
plaints from people throughout the United States triggered 
an investigation which revealed over 1,000 people had 
been bilked of more than $500,000. SKRK told investors 
the company had an established market, sales crews, anc a 
superior product which could be manufactured and dis- 
tributed by so-called sub-manufacturers in an exclusive 
territory. Interested parties were told that an investment 
of from $175 to $600 would generate a substantial annual 
income. The resulting investigation showed that the com- 
pany had no sales force, that there was no known market 
for the product, and that the product was irferior to other 
name products already on the market. The investigation 
into SKRK also unearthed another fraudulent operation 
which the Williams were running at the same time their 
cockroach project was being stamped out. Their new 
business was Century Manufacturers, a company ostensi- 
bly selling franchise lease agreements for the manufacture 
of clocks and the supplies needed to assemble the clocks. 
The misrepresentations and promises were the same as 
those used in the SKRK fraud scheme. The Williams were 
eventually indicted on September 30, 1980 on mail fraud 
counts which covered both the SKRK and Century Manu- 
facturing operations. Thomas Williams received an 18 
month pi‘son term on one count, five years suspended 
sentence on a second count and five years probation on 
a third count. His wife wae given a five year suspended 
sentence and placed on probation for five years. An inter- 
esting footnote to the short-lived Century Manufacturing 
operation is the fact that in just six weeks, the Williams 
were able to swindle thirteen people out of $6,435, a 
sum which they agreed to restore to the victims prior to 
the imposition of their sentence. 


OHIO 


CINCINNATI—Financial Institution Guilty in Loan Com- 
mitment Fraud: In what may be the first case in the coun- 
try whereby a financial institution was charged with a 
scheme to defraud borrowers of commercial standby loan 
commitments, Home State Savings Association (HSSA) 
pleaded nolo contendere to a two count Information 
charging it with Mail Fraud and Unlawful Inducement of 
Interstate Travel in the Execution of a Scheme to Defraud. 
From 1972 through 1977, HSSA issued 62 commercal 
standby loan commitments and rece. ved fees totaling ap- 
proximately $1.2 million. The Association allegedly agreed 
to fund 41 commitments amounting to $68,007,050. A 
commercial standby loan commitment is a written in- 
strument sold by a lending institution to an applicant for 
a fee. Its primary purpose is to induce a short term lender 
to commit construction funds and assures the lender that, 
after constructon is completed, the lender will be paid off 
by the longer term lender, if so desired. The criminal 
information charged that HSSA nad no intention to com- 
mit itself to provide permanent funding for the projects 
covered by the standby commitments. HSSA was further 
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charged with selling a standby commitment as a bank 
instrument acceptable to construction lenders when it 
knew the commitment was actually unacceptable to the 
lenders. HSSA was fined a maximum $11,000 after it 
agreed, as part of the plea, to make restitution of approxi- 
mately $800,000 and discontinue issuing commercial 
standby commitments for ten years. 


XENiA—County jail Inmate Guilty in Lonely Hearts 
Scheme: Russell Ray Howard, aka Dottie Howard, was 
found guilty November 12, 1980, on two counts of theft 
by deception. From the security of his jail cell, Howard 
began his scheme by writing stnall town newspaper editors 
in numerous states. He explained that he was originally 
from their state, had come to Ohio only a few months 
ago, was destitute, and pleaded for a free “pen pal ad 
so he could re-establish acquaintances in his “home” state. 
Howard would identify himself as “Russell in some letters 
and as “Dottie” in others. Accordingly, male respondents 
to his Dottie ads received sweet letter, trom Dottie ex- 
pressing her wish to return to the state of her birth and 
suggesting $10-$70 or more would help expedite her de- 
parture and a colorful love affair. Similarly, female re- 
spondents to his Russell ads were bilked of postage stamps 
ito help carry on the growing scheme) and ‘ travel” money, 
in exchange for forthcoming companionship and romance. 
In one particular incident, Howard, 44, represented him- 
self as a 22 year old young man to a 15 year old Pennsyl- 
vania girl, When he realized she simply had nc money to 
send, he took advantage of her loneliness by threatening 
to end their relationship unless she agreed to respond 
enthusiastically to his sexually explicit letters. The investi- 
gation disclosed he was not new to the scheme and had 
used it repeatedly during past incarcerations, possibly as 
far back as 1953, when he was first imprisoned. The judge 
sentenced him to serve maximum consecutive terms of 
two to tive years on each count 


PENNSYLVANIA 


ALTOONA—Pyrotechnic Plotter Pleads Guilty: Robert L. 
Wilson, who was indicted September 12, 1980 by a Pitts- 
burgh, PA federal grand jury, pleaded guilty November 21, 
1980 to mailing an explosive device wtih intent to injure 
another. On June 26, 1980 Wilson mailed a parcel con- 
taining a pyrotechnic explosive device.to the Yellow Cab 
and Transter Company in Altoona. The parcel containing 
the device, consisted of a cigar box wrapped in brown 
paper with a handprinted address. The device was booby- 
trapped mechanism using a polaroid battery, bobby pin 
and a pyrotechnic explosive similar to that used in fire- 
works displays. The device did not detonate upon open- 
ing. however, and was disarmed by a bomb specialist of 
the Altoona Police Department. The investigation by 
Postal Inspectors determined the parcel was mailed as a 
result of an employment-related dispute between Wilson 
and the Yellow Cab Company, and that it was not directed 
towards any particular individual. Wilson, age 22, was 
sentenced as a Youthful Ottender on January 9, 1981 to 
tive years probation 


HARRISBURG—Investors Bilked by Ponzi Scheme: for 
three years (1976-1978), John H. Deibler promised local 
residents of Harrisburg, including members of the Masonic 
Lodge, that investing with him would return exceptionally 
high yields of interest. During these three years, however, 
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Deibler used some $450,000 entrusted to him for his 
personal use, and payed out just enough money to hope- 
ful investors to keep them pacified by believing their 
money was fully invested. The bubble broke on April 30, 
1980 when he was indicted by a federal grand jury on 22 
counts mail fraud. Deibler was a fugitive until September 
2, 1980 when he was arrested in San Clemente, CA. On 
November 10, 1980 Deibler pleaded guilty to four of the 
twenty-two counts against him. On january 19, 1981 
Deibler was sentenced to five years in prison on each ot 
four counts aganist him to run concurrently 


HAZLETON—Recreational Developers Guilty (Reference 
Fall 1980 Report): jack Halperin, land developer and 
President of High Vista, Inc, a Pennsylvania Corporation 
based in New York City, pleaded nolo contendere on 
November 10, 1980 to two counts of an orginal 33 count 
mail and land fraud indictment. At the same time, Hal- 
perin pleaded his corporation guilty to an Intormation on 
one count of mail fraud The indictment had stemmed 
from his activities at a recreational area known as Valley 
of Lakes which detiauded lot purchasers of over $2 million 
through false representations regarding the completion of 
promised amenities. Philip Cohen, a co-defendant, is pres- 
ently a fugitive. On February 4, 1981. Halperin was sen- 
tenced to six months in prison and ordered placed on pro- 
bation for thre» years following his release. A $12,000 fine 
was also imposed on Halperin and his corporation, High 
Vista 


PHILACFLP}1A-—Heavy Sentence for Post Office Robbers: 
Romulus and Delores Thomas of Philadelphia, were each 
sentencec to tive years in prison on November 3, 1980 
The sentences resulted from thei role in the February 21, 
1980 armed robbery of the Vernon Park Post Office Sta- 
tion of Northwest Philadelphia. Although not actual par- 
ticipants in the robbery, they permitted the robbers to use 
their house as a hideout after the robbery. The actual 
robbery was performed by Winslow A Shaw, Robert T 
Felts, Bernard Rumph and Dwight Jones all of Philadel- 
phia, Delenci! C. Everett, also of Philadelphia, was the 
getaway driver On the morning of February 21, the 
robbers entered the post office with three sawed-off shot- 
guns and a knife and robbed two postal employees and 
six patrons The employees and customers where then 
placed in a washroom and told they would be killed if 
they came out. The manager of the Post Office Station 
arrived during the robbery and was told to lie on the 
floor as the robbers fled The investigation resulted in 
federal indictments against all seven individuals on March 
13, 1980 The twe robbers were indicted tor Conspiracy 
Assault with a Dangerous Weapon, Assault with Intent to 
Commit a Felony, Thett of Government Property, Armed 
Robbery of a U.S. Post Office and Use of Firearms, and 
the Thomases were indicted as Accessornes after the Fact 
The robbers pleaded guilty on May 13, 1980 to all charges 
except armed robbery of a U.S Post Office as a result 
ot piea bargaining They were subsequently sentenced as 
follows: Everett, four years. Shaw, six to eight years; Felts, 
six to nine years. jones, six to ten years: and Rumph, six 
to ten years. The Thomases were found guilty on June 16, 
1980 after a jury trial 


PHILADELPHIA—Thirteen Guilty in Unemployment Swin- 
die: Thirteen people, incluc.ing five current and former 
claims clerks of the Pennsylvania Bureau of Employment 
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pleaced guilty to charges of mail fraud in a scheme which 
swindled the State of Pennsylvania and U.S Government 
out of an estimated $103,000 The traud centered around 
the Special Unemployment Assistance Program, begun in 
Pennsylvania in December 1974 and funded by the U. S$ 
Department of Labor, which was to provide a temporary 
program of income replacement for workers in areas of 
high unemployment who were ineligible tor unemploy- 
ment compensation under any state or federal law The 
claims clerks devised a scheme in which they approved 
756 checks for unemployment claims either in the names 
of nonexistent persons or tor persons who were not en- 
titled to receive benefits. They used false social security 
numbers and bogus information on prior employment and 
wages Benefit checks were then sent to the clerks them- 
selves or to others involved in the conspiracy The Special 
Assistance Program is now defunct 


PHILADELPHIA—insurance Companies Allezedly Swin- 
died: On December 10, 1980. Orlando Hart was indicted 
by a federal grand jury on sixteen counts of mail fraud for 
allegedly submitting fraudulent claims and collecting over 
$55,000 from insurance companies. Between November 
15, 1978 and June 30, 1979, five auto insurance Companies 
received claims for accidents in the Philadelphia area that 
allegedly never occurred. Hart is charged with obtaining 
information frorn genuine policies and using fictitious 
names and addresses to make false accident claims. The 
claim payments were then allegedly mailed to the phony 
names and addresses 


WILKES-BARRE—jail Sentence for Assault of Postal In- 
spector: When Alphone j. Hope, a former high school 
teacher was ordered to provide handwriting exemplars 
and fingerprints by a federal grand jury subpoena in con- 
nection with a mail fraud investigation, he responded by 
assaulting the investigating Postal Inspector. Hope was 
arrested, charged with assaulting a federal officer and 
found guilty on September 10, 1980 by a jury. He was 
sentenced to a three year prison term which will run 
concurrently with a similar three year sentence he received 
after pleading guilty to a mail fraud indictment 


TENNESSEE 


MEMPHIS—Eleven Guilty in Insurance Companies Swin- 
die: Everyone had a role to play, and each played it so 
well that thirteen insurance Companies paid out over $28.- 
000 for fraudulent claims involving bogus vehicle acci- 
dents. Dr. Odis Strong, Mary Mitchell, and Rosie Galloway 
were found guilty on October 16, 1980, after a jury trial 
Wiliiam james, Harold W. Miller, Cleatrice M. Collier, 
Veima T. james, Marilyn Webb, Frank Webb, and Shirley 
|. Franklin all pleaded guilty prior to their tral, while the 
remaining defendant, Eddie L. Galloway pleaded guilty 
prior to the completion of his tral. An example of a typical 
scenario used by the group went roughly as follows: Eddie 
Galloway and Frank Webb would stage a hit-and-run 
accident in the latter's car and a report would be made by 
an investigating police officer Shirley Franklin, Marilyn 
Webb, and William james would claim to be in the car 
with Galloway and Webb and all would claim to have 
injuries. All five would then claim medical care from Dr 
Strong. Velma james, who worked as Dr. Strong's secre- 
tary, would then provide inflated medical records and 
reports for all the people claiming injuries in the accident 
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The f:ve claamants would submit the doctc’ed records to 
an imsurance company which would eventually issue 
checks to the alleged victims 


MEMPHIS—Postal Contract Drivers Convicted: Arnold J. 
and Patsy A. Bethune, former operators of a highway con- 
tract route and owners ot Bethune Truck Leasing Company 
ot Southaven, MS. were conv:cted on November 13, 1980 
tor talsitying documents to increase their Compensation 
on highway contracts. The Bethunes. as a condition of 
their contract, were allowed to request increases in fuel 
rate compensation when fuel costs increased 3.5% above 
the previously approved unit cost. The Bethunes submitted 
eight requests tor full rate increases which contained 
talsitted receipts in support of their alleged tue! costs. 
Loss to the Postal Service was $47 000 


MEMPHIS—State Representative and Wife Guilty of Mail 
Fraud (Reference jan.-March 1980 Report): Emmitt Ford, a 
Tennessee State Representative and his wite. Earlene. were 
convicted on November 7, 1980 of 20 counts of mail 
iraud. The couple had tiled false claums with 35 insurance 
companies and received settlements of over $53,000 for a 
hit and run accident which allegedly happened to them. 
The case was jointly investigated by the Postal Inspection 
Service and Insurance Crime Prevention Institute, and 
tocused on the over-insuring by the Fords with health and 
accident insurance policies. Ford was, himselt, an agent 
tor some 28 insurance Companies specializing in those 
types of claims 


TEXAS 


DALLAS—Work- At-Home Promotion Halted by Adminis- 
trative Order: A False Representation Order was issued 
December 15, 1980 by an Administrative Law Judge grant- 
ing an iMjuNction against American Service Directory, 
American Service and American Commercial Publications, 
in which the Postmaster in Dallas was instructed to return 
all mai! addressed to these companies at three post office 
boxes and one street address. The compamies, which were 
operated by Charles T Ernerson, have been involved in 
selling a booklet which allegedly showed the purchaser 
how to make hundreds of dollars a month by clipping 
newspaper items, addressing envelopes. stufting circulars, 
and compiling mailing [sts from their own homes. Pur- 
chasers of the booklet soon learned, however, that ostensi- 
ble employers listed in the American Service Directory 
were actually other work-at-home promoters, like them- 
selves, attempting to sell their own work-at-home pro- 
grams 


IRVING—Insurance Company Employee Indicted for 
Fraud: Robert Carrol! Tole was indicted October 1, 1980 
for allegedly devising a scheme to defraud his employer 
All American Insurance Company. Tole was a group 
supervisor tor his firm and was responsible for handling 
requests for cancellation of individual policies wherein 
cash surrender values existed, as well as handling pay- 
ments to group agents who earned awards and prizes 
through sales efforts Company policy outlining the han- 
diing of these functions required Tole to prepare a check 
request turnishing the payee's name. amount of payment 
to be made and the account number to which the pay- 
ment was to be debited The check and check request 
would then be returned to the requestor for distribution of 
the proceeds and filing of the check request. Tole al- 


Law Enforcement Report 


legedly using names of various antique dealers and indl- 
viduals selling antiques (not policy holders or group 
agents), had checks issued in various amounts and then 
sent these checks to the dealer or individual in payment 
for the purchase of expensive antiques. Tole allegedly 
claimed to be a company executive purchasing antiques 
for the company board room. 


TYLER—Work-At-Home Operators Sentenced (Reference 
Fall 1980 Report): Shano Tage and Cloy Segrest, who were 
convicted December 4, 1980 on ten counts of mail fraud 
for their work-at-home swindles, were sentenced January 
5, 1981. They each received a three year prison sentence 
with 33 months suspended and five years probation; how- 
ever, Tage was fined $5,000 and Segrest received a $1,000 
fine. 


WEST TAWAKONI—Mayor and Civil Engineer Charged in 
Kickback Scheme: In July of 1974, the City of West Tawa- 
kon: received a grant for $826,000 from the Environmental 
Protection Agency (EPA) for the construction of a water 
and sewage system. Shortly after construction began, civil 
engineer Richard J. Smarzak approached the contractor 
and advised that he and Mayor J. D. Edge had to have 
$15,000 in cash ($10,000 for Mayor Edge and $5,000 for 
Smarzak). When the contractor refused this offer, Smarzak 
began finding fault with the work done by the contractor 
and constantly required sewer lines already laid to be 
uncovered since he (Smarzak) had failed to note the con- 
struction joints, etc. The purpose of the harassment was 


-to encourage the contractor to reconsider the request for 


the $15,000. When the contractor was ready to give in, 
Smarzak advised that he and the Mayor had figured a way 
to get the Mayor's $10,000 without any cost to the con- 
tractor and that the $5,000 cvuld be obtained at a later 
date. Smarzak explained that certain equipment in the 
proposal subsidized by EPA would be found to be unsatis- 
factory and the equipment needed to meet specifications 
would contain the hidden $10,000 value. Smarzak fur- 
nished the contractor with a draft of a letter which con- 
tained a change order submitted to EPA which resulted 
in that agency furnishing the City of West Tawakoni with 
the extra $10,000. On December 2, 1980, Mayor Edge 
and Richard Smarzak were indicted for mail fraud. Prior 
to Smarzak being tried, he committed suicide. A tape 
recording subsequently found in his apartment indicated 
that legal problems stemming from the December 2 indict- 
ment was the reason for taking his life. Mayor Edge 
pleaded guilty and was sentenced on January 30, 1981 to 
one year in prison and fined $500. 


WASHINGTON 


LYNWOOD—Employment Agency Agrees to Halt Mis- 
representations: National Exchange-Airline Placement Bu- 
reau, owned and operated by Charles W. Crabb, agreed 
to discontinue all advertising claims that he could provide 
a job placement service with airline companies that was 
free to the public. The Postal Service accepted a consent 
agreement on December 8, 1980 from Natiunal Exchange- 
Airline Placement Bureau which concluded an administra- 
tive proceeding that alleged the firm made several false 
representations through advertising. These were: (1) that 
various airlines had listed job openings with them; (2) 
various airlines had requested or permitted them to seek 
candidates for them to fill available jobs; (3) they were 
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offering a job placement service that was free to the public 
when, in fact, a $10 fee was ultimately required; and (4) 
the firm would make good faith e* orts to secure employ- 
ment in the airline industry for persons who engaged in 
the firm's service. Under the agreement National Ex- 
change-Airline Placement Bureau ceased making all such 
representations and mail for the Lynwood firm was re- 
turned to the senders by the Postal Service. The agreement 
further stipulated the firm would honor all requests for 
refunds, and remittances received in the future would be 
returned to the sender. Complaints against National Ex- 
change-Airline Placement Bureau were received from per- 
sons in 38 states. 


WEST VIRGINIA 


PARKERSBURG—indictment in Alleged Distributorship 
Scheme: Pau! L. Morris, who operated National Pharma- 


ceutical Laboratories (NPL), was indicted December 10, 
1980 on twenty-three counts of mail fraud. The indictment 
alleged that between April 1976 and November 1977, 
Morris defrauded 51 persons of over $275,000. The indict- 
ment charged Morris represented that NPL was a reliable 
and substan‘ial corporation with its products on the 
market for almost 25 years. He allegedly advertised vita- 
mins and health aids at savings of up to 60% and mure. 
Morris also advertised distributorships for a $4,995 mini- 
mum investment which guaranteed the following: the 
investment represented ten companies; serviced locations, 
displays, inventory and back-up merchandise; and a one 
year repurchase agreement. Morris also promised an in- 
come of up to $35,000 yearly if the distributer worked 
full-time. The indictment charged that, in most instances, 
NPL did not supply the promised locations and they never 
supplied the expert assistance promised in maintaining 
prime retail locations. 
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Postal Inspection Service 


ho 


6. 


CIVIL ADMINISTRATIVE ORDERS 


Satisiactory evidence has been presented to the Postal Service that the following 
companies and/or their agents and representatives are engaged in the conduct of a 
scheme or device for obtaining money or property through the mails by means of false 
representation in violation of 39 U.S. Code 3005 (formerly U.S.C. 4005). Therefore, the 
Postal Service Judicial Officer has issued an order to the appropriate postmasters di- 
recting the return to senders all mail related to the scheme or device (except refund 
requests) and forbidding the payment of any Postal Money Order relating to the 
scheme or device. All mail which is returned to senders is marked “Return to Sender; 
Order Issued against Addressee for Violation of False Representation Law.”’ 


Nail Builder 
and 
American Health Products 
P. O. Box 9669 
Atlanta, GA 30319 
With respect to: the sale of a product called 
“Nail Builder (or C-452).” 


Vibrant Sales, Inc. 
310 Madison Avenue 
New York, NY 10017 
and 
Waist Away, Inc. 
P.O. Box 1964 
Grand Central Station 
New York, NY 10017 
With respect to: the sale of products called the 
Waist Away” belt and ‘Thigh Wraps.’’ 


L. £. Everts Publishing 
2021 West 25th Street 
Cleveland, OH 44113 
With respect to: ‘The Power Poachers” book. 


Christian Youth Organization of Louisiana, 
and 

CYO News 

P.O. Box 10596 

Jefferson, LA 70181 
With respect to: solicitations in the guise of in- 
voices 

B&M 

1706 S. State 

Lockport, IL 60441 
With respect to: esoteric wisdom regarding a 
woman's menstrual cycle. 


Leisure Marketing 


Box 435 
310 Franklin Street 
Boston, MA 02110 


With respect to: unsolicited COD packages or 
vacation packages. 


Eastern Enterprises or EE 

P.O. Box 175 

Bon Secour, AL 36511 
With respect to: at-home work addressing and 
stuffing envelopes. 
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8 Telestar, Inc. 


10. 


200 S. Front Street 

Wormleysburg, PA 17043 
With respect to: the sale of a product called 
“The Truth Machine.”’ 


N.A.T. Associates 
323 Franklin Blvd. South 
Chicago, IL 60606 
and 
Dee Lewis 
Route 9, Box 1707 
Brooksville, FL 33512 
and 
International Enterprises 
4651 Rosweil Road N.E. 
Atlanta, GA 30342 
and 
Yelores Canton 
912 McClyman Street 
Schenectady, NY 12307 
and 
Janice Brimm 
8753 Windom Avenue 
St. Louts, MO 63114 
anid 
Robert Marks 
6326 Autlan Drive 
Jacksonville, FL 32216 
With respect to: sale or promotion of a club 
membership and/or program and maiting lists. 


Davinol Products, Inc. 


P.O. Box 400 
oronx, NY 10467 
and 


P.O. Box 15967 
Plantation, FL 33118 
and 
Box 530-745 
535 Fifth Avenue 
New York, NY 
and 
P.O. Box 38-1692 
Miami, FL 33138 
With respect to: the sale of Davinol Tablets and 
Method. 


10017 
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11. 


12. 


13. 


14 


15. 


16. 
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American Service Directory 
American Service, or 

American Commercial Publications 
8350 Park Lane, 


and 
P. O. Box 31506 
Dallas, TX 75231 
and 


American Service Directory 

American Service, or 

American Commercial Publications 

P.O. Box 140069, 

and 

P.O. Box 140600 

Dallas, TX 75214 
With respect to: work-at-home schemes involv- 
ing sales of a booklet entitled “American Service 
Directory’ and sales of dealerships with Ameri- 
can Commercial Publications Inc. 


Vangauit Labs 
P.O. Box 851 
Bradenton, FL 33506 
and 
P.O. Box 10129 
Pompano Beach, FL 33061 
With respect to: the sale of a product called 
“BIO-NIA-TINE.”’ 


Havo Company, Inc. 
P.O. Box 2728 
Cherry Hili, NJ 
and 
7249 Browning Koad 
Pennsauken, NJ 08109 
With respect to: efforts to collect money for light 
bulbs or chemicals falsely alleged to have been 
ordered or purchased from Respondent. 


08034 


Helon Company, Inc. 

P.O. Box 172 

Pennsauken, NJ 08109 
With respect to: efforts to collect money for jani- 
torial supplies falsely alleged to have been or- 
dered or purchased f,.um Respondent 


Howard Chemicals, Inc. 
P.O. Box 349 
Marlton, Nj 
and 
7249 Browning Road 
Pensauken, NJ 08109 
With respect to: efforts tot collect money for 
chemicals falsely alleged to have been ordered 
or purchased from Respondent. 


08053 


Hi Fi Fasteners, Inc. 

P.O. Box 56 

Collingswood, NJ 08108 
With respect to: efforts to collect money for 
hardware supplies falsely alleged to have been 
ordered or purchased from Respondent. 


18. 


19. 


20. 


21. 


22. 


23. 


24. 


. County Wide Maps 


A Division of A & E Advertising 

26 West High Street 

Elizebethtown, PA 17022 
With respect to: invoices for unordered listing 
in County Wide Maps. 


American Research Labs 

P.O. Box 952 

Silver Spring, MD 20910 
With respect to: a “Compound” guaranteed to 
exterminate roaches for a three year period. 


Murphy, and Health-Wealth 

2066 North Humboldt Blvd., 

Chicago, IL 60647 
With respect to: the sale of the “Improve Vision- 
Discard Glasses’ manual. 


A & E Sports Calendar 

A Division of A & E Advertising 

26 West High Street 

Elizabethtuwn, PA 17022 
With respect to: invoices for unordered listing in 
Sports Calendar. 


W and C Materials 

P.O. Box 607 

Lawnside, NJ 08045 
With respect to: efforts to collect money for 
lighting supplies falsely alleged to have been or- 
dered or purchased from Respondent. 


United Fraternal Order of Peace Officers 
and 
United Peace Officers Year Book 
Suite #400 
1522 K Street N. W. 
Washington, DC 20005 
and 
The National Peace Officers 
and 
National Peace Officers Association Inc. 
825 N.E. 46th Terrace 
Kansas City, MO 64116 
and 
P.O. Box 10602 
Kansas City, MO 64118 
With respect to: membership in the organiza- 
tions and with respect to the sale of advertise- 
ments in the year books published by the said 
organizations. 


Diet Sales Group, Inc. 

‘0 Jerusalem Avenue 

Hicksville, NY 11801 
With respect to: the sale of a product called the 
“Complete Contentment Pill.’ 


World Information Survey, Inc. 

or Wis and Bill Autum 

P.O. Box 1096 

Hicksville, NY 11802 
With respect to: the sale of ‘magazines’ contain- 
ing color photographs. 


Postal Inspection Service 


Homeworkers Job Opportunities 

1043 Lone Star Drive 

New Braunfels, TX 78130 
With respect to’ a work-at-home scheme con- 
sisting of addressing and stuffing envelopes. 


Pennsylvania County Wide Maps 
26 W. High Street 
and 
Post Office Box 302 
Elizabethtown, PA 17022 
With respect to: invoices for unordered listing in 
County Wide Maps. 


Patten’s 


477 Entrada Drive 


Novato, CA 94947 
With respect to: at-home employment stuffing 
envelopes. 


28. 


29. 


New Jersey County Wide Maps 

Post Office Box 262 

Pennsville, NJ 08070 
With respec t to: invoices for unordered listing in 
County Wide Maps. 


Florida County Wide Maps 

Post Office Box 24084 

Tampa, FL 33623 
With respect to: invoices for unordered listing in 
County Wide Maps. 
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CONSENT AGREEMENTS 


The mail order activities of the businesses listed below received attention with re- 
spect to alleged violations of Title 39, U.S. Code, Section 3005, False Representation 
Statute, based on representations made in their advertisements. The firms agreed to 
the following: . 

A. Without admitting the falsity of their advertisements they agreed that the al- 
leged false representations may be reasonably construed by a normal reading 
of the advertisement. 

B. That the use of this promotional material has been permanently discontinued and 
will not be resumed directly or indirectly under any other name, address, cor- 
poration or other device. 

C. That advertisements making representations similar to the representations alleged 
will never again be used in the sale of the same or similar product. 


1. lab-N 6. Virilaid 
700 Riverbend Drive Box 1205B 
Linden, NJ. 07036 South Miami, FL 33143 
Subject: Medical—Body Ailments (‘‘Crosips”’) Subject: Medical—-Sexual  (‘Virility/Impotency 
2. Trim ‘n Tone Div. cure’) 
27 Milburn Street 7. |so-Tensor 
Bronxvill, NY 10708 21100 Erwin Street 
Subject: Medical—Reducing (‘Trim ‘n Tone Sys- Woodland Hills, CA 91364 
tems’’) Subject: Medical—Bust Developer 
3. The Lancaster Group, Ltd 8. Figure Plan 44 
280 Madison Avenue 1 East 44th Street 
New York, NY 10016 New York, NY 10017 
Subject: Medical—Cosmetics (‘Coupe De- Subject: Medical—Reducing (Figure Plan 44 Diet 
Gromme Skin Peel System’) Pills and Booklet) 
4. Skin Culture Company 9. Nutritional Research & Development 
38 W. 32nd Street 3808 Rosecrans 
New York, NY 10001 San Diego, CA 92110 
Subject: Medical—Cosmetics (‘Peeler-Pak’’) Subject: Medical—(‘‘GTF’’) 


Power Strength Products, Inc 
P.O. Box 5318 FDR Station 
New York, NY 10022 
Subject Medical—Sexual (‘Zest Tablets’) 


a) 
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For assistance with postal-related problems of a law enforcement nature, please contact 


the closest Inspection Service Headquarters. 


Regional Chief Postal Inspector 
Northeast Region 

90 Church Street 

New York, New York 10097 


Regional Chief Postal Inspector 
Eastern Region 

#1 Bala Cynwyd Plaza 

Bala Cynwyd, Pennsylvania 19904 


Regional Chief Postal Inspector, 10th Floor 
Southern Region—U.S. Postal Service 
1407 Union Avenue 

Memphis, Tennessee 38161 


Regional Chief Postal Inspector 
Central Region 
Chicago, Illinois 60607 


Regional Chief Postal Inspector 
Western Region 

850 Cherry Street 

San Bruno, California 94098 


Postal Inspector in Charge, Room 537 
Main Post Office Building 
Devonshire Street & Milk Street 
Boston, Massachusetts 02107 


Postal Inspector in Charge, Room 4102 
U. S. Post Office Main Office Building 
Eighth Avenue & 33 Street 

iNew York, New York 10001 


Posial Inspector in Charge, 5th Floor 
Post \(Dffice & Court House Building 
Fede:al Square 

Newark, New Jersey 07101 


Postal Inspector in Charge, Room 419 
General Post Office Building 

30th & Market Streets 

Philadelphia, Pennsylvania 19101 


Postal Inspector in Charge, 17th Floor 
Centre City Tower Bldg. 

650 Smithfield Street 

Pittsburgh, Pennsylvania 15222 


Postal Inspector in Charge, Room 3016 
City Post Office Building 

North Capitol Street & Mass. Ave. 
Washington, D.C. 20013 
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Postal Inspector in Charge 
U. S. Postal Service 

P.O. Box 3180 

Memphis, Tennessee 38103 


Postal Inspector in Charge 
General Mail Facility 
6050 Shallowford Road 
Chattanooga, TN 37421 


Postal Inspector in Charge 
P.O. Box 16489 
Atlanta, Georgia 30321 


Postal Inspector in Charge, Room 202 
U. S. Post Office Building 

Lancaster & Jennings Streets 

Fort Worth, Texas 76101 


Postal Inspector in Charge, Room 309 
U. S. Post Office & Customhouse 

E. Kellogg Blvd. & Jackson Street 

St. Paul, Minnesota 55164 


Postal Inspector in Charge, Room 642 
U. S. Post Office Building 

Canal & Van Buren Streets 

Chicago, Illinois 60607 


Postal Inspector in Charge, Room 400 
General Posi Office Building 

1401 West Fort Street 

Detroit, Michigan 48232 


Postal Inspector in Charge 
5th and Race Tower, 6th Floor 
Cincinnati, OH 45201 


Postal Inspector in Charge, Room 712 
200 So. Hanley Building 

200 50. Hanley Rd. 

St. Louis, Missouri 63199 


Postal Inspector in Charge, Room 306 
Main Post Office Building 

3rd Avenue & Union Street 

Seattle, Washington 98111 


Postal Inspector in Charge 
P.O. Box 367 
San Francisco, California 94101 


Postal Inspector in Charge 
P.O. Box 30456 
Los Angeles, California 90030 


